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INTRODUCTION

The computerization of the bill of lading is of considerable significance for international maritime trade and banking law. Yet, the law
governing international maritime trade and banking has failed to take
into account electronic innovations in negotiating of the bill of lading.
This results, in part, from the failure of legal decision makers to
visualize the connection between the bill of lading and the letter of
credit. This article will examine problems in the tanker trade, with
special attention to the oil trade, as a background to observations on
electronic innovations in the negotiable ocean bill of lading.
The letter of credit is one means by which international trade is
financed. International buyers and sellers are often separated by geographic, political, and cultural boundaries. The seller does not wish
to part with the cargo until he is paid the purchase price. The buyer
does not want to part with his money until he has possession of the
cargo. The documentary credit system satisfies both needs. The buyer
(customer) instructs the issuing bank, usually a local bank, to open a
letter of credit in favor of the seller (beneficiary). The issuing bank
then instructs the advising bank, usually a bank local to the seller,
to pay after the seller tenders documents conforming exactly to the
terms of the letter of credit.
In modern bulk cargo transactions, the letter of credit is a crucial
method of financing single or multiple sales. The bill of lading is the
most important document required by the letter of credit. The present
connection between the letter of credit and the bill of lading is apparent
in the rules of international banking which were developed by the
International Chamber of Commerce (ICC) and compiled and published
as the Uniform Customs and Practices (UCP). Article One of the UCP
defines the modern letter of credit as a document under which
a bank (the issuing bank), acting at the request and in accordance with the instructions of a customer (the applicant for
the credit),
(1) is to make payment to or to the order of a third party
(the beneficiary) or is to pay, accept, or negotiate bills of
exchange (drafts) drawn by the beneficiary, or

and Miriam P. Green for their contributions. The supporting documents were gathered through
the tireless efforts of Charlotte Melius and staff of the Louisiana State University Hebert Law
Center Law Library, and Smittie Bolner and staff of the Louisiana State University Middleton
Library, without whom this project would have been impossible. Any mistakes or omissions
are solely the responsibility of the author. All opinions, unless noted otherwise, are those of
the author.
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(2) authorizes such payments to be made or such drafts to
be paid, accepted or negotiated by another bank, against
stipulated documents, provided that the terms and conditions
of the credit are complied with.'
These "stipulated documents" usually include the bill of lading,
invoice, and contract of insurance. The parties may also agree to
require any other documents, such as an inspection certificate from
an expert- attesting to the quality of the cargo.
Of all the stipulated documents, the bill of lading is the most important because it (1) transfers title to the goods involved in the sale
when issued in negotiable form; (2) evidences the terms and conditions
3
of a contract of carriage by seal;2 and (3) is usually negotiable.
Traditionally, a bill of lading was issued in multiple original copies.
This old custom reflected the slow and uncertain communications and
transportations of the past. This custom persists, so that even now
each bill of lading has a statement of how many originals have been
issued (usually three). When one original has been presented by a
person to a ship's master for his claim to possession of the cargo, 4 the
others are voided. 5 A letter of credit will specify the number of the
bills of lading which must be submitted by the seller/beneficiary to
the bank in order for the seller/beneficiary to receive payment.6
Modern commercial transactions are paper transactions, not commodities transactions. The commercial world has moved from face-toface transfers of goods to long distance transfers of paper. As a reflection of this reality, Article 8 of the UCP states that "in documentary
credit operations, all parties deal in documents and not in goods."
Since it is the paper and not the goods represented by the paper that
is the focus of the transaction, the terms of the letter of credit with
respect to the form and content of those papers are strictly construed. 7
1. See, e.g.,

UNIFORM CUSTOMS AND PRACTICE

(revised 1983) (Publication of the Interna-

tional Chamber of Commerce).
2. Common carriers which are involved in trade both to and from the United States have

their liability for damage to cargo governed by the

CARRIAGE OF GOODS BY SEA ACT

(COGSA).

COGSA does not generally apply to ships under charterparty agreements. See Debattista, The
Bill of Lading as a Receipt-Missing Oil in Unknown Quantities, 1986 LLOYD'S MAR. & COM.
L.Q. 468-483.
3. See U.C.C. § 7-104 (1978).
4. The term used by traders for this practice is that the bill of lading has been "accomplished."
Wiseman, Transaction Chains in North Sea Oil Cargoes, 2 J. ENERGY & NAT. RESOURCES
L. 139 (1984).
5. VENTRIS, BANKER'S DOCUMENTARY CREDITS 139 (2d ed. 1983).
6. Wiseman, supra note 4, at 139.
7. Kozolchyk, Is PresentLetter of Credit Law Up to Its Task?, 8 GEO. MASON L. REV. 286,
319 (1986).
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Either the seller or the commercial carrier generates the stipulated
documents. The seller then submits the documents, along with a draft,
to the advising bank for payment. If the documents presented do not
satisfy the terms of the credit, the issuing bank cannot pay the seller,
unless the deviations are corrected or the buyer waives any objections
he may have to the discrepancies. The issuing bank will not be entitled
to reimbursement from its customer if it pays the beneficiary for
documents that do not strictly conform with the credit terms. Therefore, as Professor Boris Kozolchyk has commented, "[T]he issuing
bank's verification has to be governed by a strict standard which
excludes deviations, however slight, from the customer's instructions
and from the credit terms."8 Yet unless the reader think that strict
compliance is a mechanical process, approximately 50 percent of submitted documents are rejected. 9
Since the parties deal in documents and not in goods, the bank
cannot get involved in the equities of the underlying transaction, as
that would be ultra vires to the terms of the UCP. A bank's liability
has been expressly limited in the UCP to construing the documentary
compliance with the letter of credit.

II.

PROBLEMS WITH CURRENT PRACTICES INVOLVING
BILLS OF LADING

The bank's duty under the UCP, to compare strictly the terms of
the letter of credit to the contents of the stipulated documents, is
inconsistent with the practical requirement of free negotiability of the
documents in the international petroleum trade. The inconsistency is
in the fact that it takes time for banks to construe strictly the documents to the terms of the letter of credit (and for the parties to correct
any inconsistencies), whereas the parties may need to negotiate quickly
the documents in order to take advantage of unpredictable rises and
falls of the market.
In the tanker trade, the cargo may be split and sold in separate
units and then recombined into a single unit for resale. One person
may join various groups of buyers at different times for the same unit
of cargo10 or enter into multiple commitments." There is a danger of

8.Kozolchyk, Letter of Credit, INT'L ENCYCLOPEDIA COMP. L. ch. 5 § 1, at 3 (1980).
9. Watson, An Electronic Bill of Lading, J. CoM. & COM. 1 (Jan. 24, 1986).
10. Urbach, The Bill of Lading: Who Owns the Cargo You Have Just Bought, 12 OGLTR
267 (1983-4).
11. Employees in some oil companies work two weeks to unravel the skein of transactions.
Lohr, London Trading in Turmoil, N.Y. Times, Feb. 15, 1986 at 37, col. 4.
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traders reshuffling their places in this transaction chain in order to
maximize profit or minimize loss.12 Circumstances become even more
complex when the cargo is transshipped to facilitate delivery. The
flow of documentation may not keep up with the speed of transportation or negotiation.13 It can be difficult to determine who the owner
is at any particular point in time.
A.

Daisy Chains

In the oil trade, the necessity of negotiability is appreciated when
one realizes that a cargo of oil can be sold forty, one hundred, or
perhaps even one hundred and twenty times before, during, and after
transit.14 These series of sales are called "daisy chains." Commonly,

12. The price offered at the beginning of the transaction chain or daisy chain may be very
different from the price offered later in the chain. Oil firms may rely upon the turmoil in the
market to renegotiate terms of a contract made before prices fall.
13. Wiseman, supra note 4, at 136. "One can expect that the terms of contract will differ
widely between the parties, especially as to the point at which title should pass." Urbach, supra
note 10, at 268. Another variable is that a buyer may have an action for short delivery if the
quantity of oil which is discharged at the port is less than 5% of the quantity stated on the
face of the bill of lading. This is a problem inherent in the physical characteristics of the cargo.
See also Debattista, supra note 2, at 468.
14. The length of these negotiation chains for Brent Blend oil reached one hundred and
twenty traders on the London unregulated spot market in February, 1986. Before this time,
the transaction chains numbered twenty to forty traders for Brent Blend crude. Wiseman, supra
note 4, at 135. See also Putra, North Sea Oil Spot Market Grinds to a Halt, Wall St. J. Feb.
14, 1986, at 3. Brent oil is from the North Sea area in Northern England. The oil is fungible
in quality, available in quantity and is considered the benchmark for world oil prices. West
Texas Intermidate crude oil is considered the benchmark for oil prices in the United States.
The London unregulated spot market is not an auction. It is where "gentlemen's agreements"
are made party to party to sell oil. There is no clearinghouse or government intervention. The
parties communicate their transactions by telephone or telex without formal exchanges of the
necessary finance or title documents. In 1975 the British government established the British
National Oil Company (BNOC) which was obligated under law to buy 51% of North Sea oil
from producers at official prices and then sell the oil to buyers at prices so that the company
could break even (Norway has a similar government agency called Statoil). The BNOC had no
refining or storage capabilities so it was involved in what were essentially paper transactions
between producers and buyers. BNOC had a stabilizing effect on the market because oil prices
were influenced by the stable official price paid to producers. The BNOC, and thus the British
government, started losing money in 1985 when the spot market prices fluctuated below the
official prices and the oil glut meant that buyers could buy oil on the spot market for lower
prices. Lower prices meant lower tax revenue. In March of 1985 the British government announced plans to abolish the BNOC as of October and let private companies market the 51%
of North Sea oil which BNOC had been obligated to trade. These private companies would then
pay the government taxes and royalties. British Prime Minister Margaret Thatcher stated in
January of 1986 that Britain's policy is to avoid interfering with private oil company production
in the North Sea. Therefore, the London market for North Sea oil is unregulated in both pricing

Published by UF Law Scholarship Repository, 1988

5

FLORIDA INTERNATIONAL LAW JOURNAL
Florida Journal of
International Law, Vol. 3, Iss. 2 [1988], Art. 5

[Vol. 3

a seller or buyer will appear in the negotiating chain several times.
These transactions often begin before the oil is produced and can
continue while the tanker sits at the dock waiting to be unloaded. 15
In the oil trade, payments are commonly made at a certain time
(usually thirty days) after the date on the bill of lading. Since the
cargo may be bought and sold several times within the same 24-hour
period, it is reasonable to assume that several payments which support
one another may become due on the same date. 16 In this situation, it
is very unlikely that a bill of lading could be physically transferred
to all of the negotiating parties on the same due date. 17 Because of
this, a practice has arisen that a letter of indemnity is issued in lieu
of the bill of lading.
B.

Letters of Indemnity

The letter of indemnity gives security to the holder who claims
the cargo because it is an instrument promising to indemnify the
holder against claims by a third person who may possess an original
bill of lading, and thus have a claim to being the true owner of the
cargo. While the document of title is held up early in the negotiation
process by parties or banks, sellers continue the negotiation process
by offering letters of indemnity to their buyers. The chain of indemnities will continue from sellers offering indemnities to their buyers
who, in turn, offer indemnities to their customers until the chain of
indemnities reaches the ship's master.
Neither is the letter of indemnity a document of title nor does it
take the place of one. An oil tanker may take only two days to reach
a port of discharge, and it may take a field operator more than two
weeks to obtain the necessary documents to release possession of the
cargo.' 8 It is often difficult to determine who owns the cargo, especially
if one party in a daisy chain goes bankrupt 19 or if there are multiple

and supply. Almost 50% of North Sea oil is sold on the spot markets. See Lohr, London Trading
in Turmoil, N.Y. Times, Feb. 15, 1986, at 37, col. 4; Energy Contracts Plunges as Britain
Affirms Oil Policy, Wall St. J., Jan. 29, 1986, at 50, col. 3; Feder, Britain Plans to Abolish
its Oil Trading Concern, N.Y. Times, Mar. 14, 1985, at Dl, col. 1.
15. Wiseman, supra note 4, at 134.
16. Id. at 136.
17. Id.
18. Urbach, supra note 10, at 268.
19. Creditors of a person who has a claim to ownership of a cargo of oil may have a right
to the value of the cargo which would take priority over claims by third parties who did business
with the person who filed for bankruptcy. Even if creditors' rights do not prevail, there would
be a time-consuming and costly legal battle over who owns the oil. Wiseman, supra note 4, at 138.
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originals of the bill of lading, each backing a separate chain of negotiations.
The damages may be significant in an action in conversion for
wrongful delivery of the cargo to a person who cannot present title.
Thus the question as to who really holds the bill of lading may become
"more than academic. '' 20 These damages will typically consist of the
cost of the cargo, demurrage charges, costs for the tanker, and potential lost sales. A letter of indemnity for a moderate-sized cargo of
100,000 tons of oil may cost hundreds of thousands of dollars.21
It may not appear fair that a seller issue a letter of indemnity to
the buyer or the shipowner, when it is the buyer's bank which may
delay the process of issuing the documents. However, the seller has
the obligation to the buyer to deliver uncontested possession, and it
is the seller, traditionally, who underwrites the ship's potential liability
if an action in conversion is brought by the holder of a bill of lading.
Understandably, the party which issues the letter of indemnity
does not wish for this indemnity to last for an indefinite period of
time because an action in conversion can be brought several years
after the expiration date of the letter of indemnity.2 Thus the letter
of indemnity may be limited to a thirty-day term, after which the
master and the shipowner are potentially liable for many years for
amounts far in excess of the value of the tanker. 3 It is not unusual
for major traders to have several billions of dollars worth of such
letters of indemnity on their books as a contingent liability.In a daisy chain, there are several letters of indemnity which
support one another, the oldest being the letter of indemnity supposedly issued by the holder of the original bill of lading who is the
"true owner." If the bill of lading is not correctly handed down the
chain of negotiations, nullifying letters of indemnity as it goes, then
thirty-day periods may also nullify those letters of indemnity, beginning, of course, with the oldest one issued. In practice, however, after

20. Urbach, supra note 10, at 268.
21. Ventris, The Bill of Lading in the Oil Tanker Trade, 1981 LLOYD'S MAR. & COM. L.Q.
479, 480. The cost of $150,000 for a letter of indemnity from a seller to their buyer of an average
size cargo of oil worth hundreds of millions of dollars, is a very low figure. The seller is
indemnifying the buyer for the risk that a third person may claim title to the oil. In a small
transaction chain perhaps this is a reasonable amount. However, in daisy chains of over a
hundred traders, the cost for a letter of indemnity will be much higher, probably over a million
dollars.
22. Depending upon the Statute of Limitation period for the jurisdiction whose laws apply
to the action.
23. Urbach, supra note 10, at 267.
24. U.N. Document TD/B/C.4/AC.4/2, at 4 (1984).
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thirty days it is not probable that a true owner will claim such valuable
cargo from out of the blue. However, the possibility cannot be ignored. 25
C.

Maritime Fraud

Maritime fraud had been primarily a regional concern until the
mid-1970s, when a number of shipping fraud incidents created international problems which had to be solved on an international level.26
Fraudulent acts have seriously threatened self-regulation in the shipping industry, and have raised some doubts about the old methods of
financing. 27 Self-regulation is quickly becoming a thing of the past.
The following examples of maritime documentary frauds reflect the
exhaustive work done by the Maritime Fraud Group of the United
Nations Conference on Trade and Development (UNCTAD) as presented by the UNCTAD Secretariat in report TD/B/C.4/AC.4/2 (September 21, 1983).
One common type of fraud occurs when the seller submits documents which conform facially with the letter of credit but which do
not truly represent the cargo shipped. Cargo of inferior quantity or
quality may be delivered. Despite this occurrence, if the documents
are correct, the seller must be paid. The seller, having received payment, may have disappeared by the time his fraud is discovered, and
the buyer, having reimbursed the issuing bank, is left to pursue recourse against the seller.

25. "One oil major recently reported a 2 year time lag between the discharge of a cargo of
oil and the arrival of the bill of lading." Porter, SeaDocs Hopes to Simplify Sea Transportation
of Oil, J. COM. & COM. 1 (May 14, 1986). "The credit may say nothing... about the staleness
of a bill of lading, but if it is governed by the U.C.P., the banker will have to ascertain that
twenty-one days from the date of the transport document have not elapsed because of the higher
costs associated with a bill of lading that arrives after the goods." (footnotes omitted.) Kozolchyk,
supra note 7, at 327. A bill of lading may become stale by arriving at the issuing or negotiating
bank over the time period set by the credit or, if no time period is given, by the UCP. This
should be a signal that even if the documents do conform to the credit, there still may be a
problem with added costs of cargo sitting in port or perhaps of a problem in the negotiation of
the documents. Id.
26. An example of this was the FERIT inquiry which effectively halted problems of scuttling
in the South China Seas. The United Nations' Maritime Organization (IMO) was established by
the International Chamber of Commerce. Both the IMO and the ICC have worked together to
create an ad hoc working group, which investigates problems of maritime fraud, including
documentary fraud affecting the oil industry. de May, Bills of Lading in the Oil Tanker Trade:
Documentary Credit Aspects, 3 J. ENERGY & NAT. RESOURCES L. 197, 202-3 (1985).
27. Id.
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In the oil trade, the shipper may enter into more than one documentary sale of the goods, thus starting more than one daisy chain. Normally this activity is facilitated by the custom of issuing three originals
of the bill of lading for one shipment of cargo. The shipper can receive
payment from two or more letters of credit and then disappear. Although both buyers may have paid for the cargo and possess a bill of
lading to issue with the sale of the goods, they cannot safely be assured
that their individual bill of lading will not be nullified by the tender
of another bill of lading to the ship's master. The possible legal action
of the two buyers is against either the seller or each other. The seller
may have disappeared, and each of the buyers probably bought the
cargo in good faith. If the ship's master has discharged the cargo
against an original bill of lading, there is no action in conversion.
Thus, even possession of the bill of lading is no assurance of the right
to possess the cargo.
Fraud also occurs when false letters of credit are issued to the
seller. The seller may ship the goods before confirming the existence
of the credit. When fraud is discovered, the cargo may be on the high
seas heading for a port where it will probably disappear quickly.
Since the bill of lading in the oil trade is issued by the initial seller
on his own form, one aspect of fraud may be partially avoided, i.e.,
those caused by a standard bill of lading form. Usually a bill of lading
is issued on a standard form which make it easy to obtain and falsify.
The falsified bill of lading may represent non-existent cargo, and the
subject vessel may be fictitious. Other documents, such as the invoice
and insurance, may also be forged.
In another example, the seller may sell "cargo" represented by
false documents to a buyer. The seller, having received payment, then
disappears before the vessel is due in port. Also, the buyer and seller
may conspire together to send forged letters of credit, which appear
to come from a bank in one country to a corresponding bank in a
different country. The conspirators then either forge the required
shipping documents or ship rubbish. However, in the tanker trade
the confirming bank will investigate the validity of the letter of credit
if the cargo value exceeds $1,000,000.
These fraudulent schemes are facilitated by the separation of the
actual transaction from the trade documents and the reliance on numerous original documentary bills of lading.-

28. U.C.P. art. 8 (1977).
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The Sagona Affair and Aftermath

The Sagona affair was a particularly bad incident of maritime fraud
which had an impact on numerous aspects of international maritime
trade. In 1978, the captain of the Norwegian flagship Sagona delivered
a cargo of Italian gas oil to a highly reputable trader in northern
Germany, without having first received an original bill of lading.2 For
many years since, legal battles have been taking place in both Germany
and the United Kingdom, with all parties involved losing money. The
captain should have only delivered the cargo to the person who presented valid title. The lengthy legal battles were a result of demurrage
claims, a possible cancelled charter, lost sales, and disputes between
the cargo buyer and the carrier. This dispute might still have taken
place, had the claimant (who turned out to be the rightful buyer)
given the carrier a letter of indemnity that had been guaranteed by
a first-line bank.
As a result of the Sagona affair, the Skuld P&I Club30 required
that carriers would not be covered for claims by the holder of a bill
of lading, if ship masters delivered cargo to the wrong party.3 1 This
indicates that shipowners feel that wrongful delivery of the cargo to
a person who cannot present title is a consequence of a shipper's own
negligence as opposed to accident.
Another result of the Sagona affair was that a Mr. Per Gramcirculated a paper proposing solutions to the problems created by
missing bills of lading. Chase Manhattan Bank, with the support of
the International Association of Independent Tankers Owners (IN-

29. The historical background is taken exclusively from a brochure published by the SeaDocs
Registry Limited (London, England) mailed to this writer.
30. Assuranceforeningen Skuld (Gjensidig) Protection & Indemnity Club. The Skuld P&I
Club is a Norwegian Indemnity Club located in London. One of the groups of ships covered by
this insurance club are ships constructed to carry bulk oil cargoes. The purpose of a protection
and indemnity club is to indemnify shipowners against their liability for loss of or damage to
cargo for the excess of the shipowner's total liability over the value of the insured interest. The
members of a P&I Club are the shipowners themselves who contribute a fee set by the amount
stipulated per group according to the degree of risk involved in insuring that particular group,
costs of management, and usually the payment of an initial premium or fee. The members are
the owners of the Association while the Association is their insurer. In cases of controversy,
the members do not go against each other but instead have their action against the Association.
See, THE RULES OF ASSURANCEFORENINGEN SKULD (1985-86). See also Law of Marine

Insurance and Average, 9

BRITISH SHIPPING LAWS

128-30 (1985).

31. Except at the discretion of the insurance club's directors.
32. A noted Norwegian admiralty lawyer, and at the time chairperson of INTERTANKO'S
Documentary Committee.
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TERTANKO'S),H support, then began research into solutions which
would be acceptable to the varying shipping interests.
The investigation focused on improving the system of documentation either by using a document different from the bill of lading or
by modifying the Hague rules which govern the United States' Carriage of Goods by Sea Act (COGSA)t to make the rules more in
keeping with modern commercial practices. Neither suggestion was
adopted as many did not want to risk an untried procedure. An international convention may provide different answers, but it will take
years to arrive at a compromise acceptable to the often competing
interests of cargo carriers and cargo owners.
The solutions to reducing fraud in maritime tradehave to conform,
to some extent, to existing international customs and conventions.
For maritime trade practices to evolve, international traders have to
develop and emphasize basic common characteristics in their traditional
trade practices. The likelihood of fraud occurring, and its resulting
expenses would be reduced by faster and more accurate communication
between buyers, sellers, carriers, and others involved in the transaction.

III.

ELEMENTS OF THE TRADITIONAL TRADE DOCUMENT

The written document is the most important common element to
all international traders, particularly those who use the letter of credit
method of financing. The basic elements of a trade document are
physical permanence,3 format, 36 signature, 37 data,M and sometimes a

33. See infra note 52.
34. The Hague Rules are rules which apportion the liability for cargo damage between the
shipowner and the owner of the cargo. "As a result of efforts commenced in 1921 by the
International Law Association, the Hague rules were adopted following diplomatic conferences
which were held in Brussels in 1922, 1923, and 1924. These rules have formed the basis for the
Carriage of Goods by Sea Act, and have been given effect by statutory enactments in virtually
all maritime nations." (footnotes omitted.) See Liability of Carriers and Statutory Enactments,
in EXPORT-IMPORT: THE INTERNATIONAL SALE OF GOODS 2-71 (1981).
35. The print and the paper meld to form one thing where any changes to the print will
permanently mark the paper. Physical permanence is especially important for evidential reasons.
36. The format is the form, size, type, face, margins, and general style of a document. See
BRITANNICA WORLD LANGUAGE DICTIONARY, vol.

11 (1962). The format of the data on the

paper may have legal consequences or inform the holder of what kind of document it is and its
function (which is a cultural expectation).
37. Id. Signature is the name of a person, or something representing his name, written,
stamped, or inscribed by the person or their agent, as a sign of agreement or acknowledgment.
38. Id. The information itself.
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symbolic function. 9 Each of these elements, except the symbolic function, can be provided by the computer. 40 However, there are differences in the end result. For example, the data exists electronically
on software rather than on paper. Also, the expectation of traders
will shift from requiring a type of form to simply requiring the necessary data.
The symbolic character of some documents is so important that
the physical document must be maintained. 41 The negotiable bill of
lading would lose its symbolic function of embodying the possession
of and title to the cargo if reduced to mere data entered into a computer. 42 Title and possession could not be determined by reference to
which party's computer contained the bill of lading data, or had most
recently received the data because data is only information. Data does
not have the independent significance of being equal to possession of
the goods. Changing a negotiable bill of lading from a document of
title to a computer entry would deprive bankers of a means of securing
a loan to their customer,4 create problems for bankers who have to
review all stipulated documents at one time, deprive parties of a
valuable and marketable document, affect the rights of third party
creditors, and require a change in the rules of international conventions
and customs. Although many documents can be easily translated into

39. Id. The document symbolizes something else such as a quality or abstract idea.
40. For a more thorough discussion of the basic elements of a document (except for format),
see Henriksen, The Legal Aspect of Paper-less InternationalTrade & Transport, in JURISFORBUNDETS FORLAG (1982). For a more thorough discussion of the symbolic function (particularly
of the bill of lading), see Kozolchyk, supra note 7, at 298-304.
41. See Kozolchyk, supra note 7, at 298-304.
42. Id. at 300-1. The nonnegotiable bill of lading (sea waybill) is a document transferred
between the two parties to the sale of a particular cargo. The symbolic character of that
document may not be as important to maintain as with the negotiable bill of lading (which is
transferred between many buyers and sellers for one cargo). With the sea waybill the point at
which title passes between the parties would be easier to assertain, the document would not
be necessary to secure the transaction, and there would be no problems with letter of credit
financing by the parties using other means to finance the transaction. Nor would there be any
problems with the letter of credit financing by the issuing or negotiating bank waiving any
objections to computer communications of the document of title (the bill of lading may arrive
at a different time or in a different form from the other stipulated documents). Id.
43. Banks may retain the document of title as security for payments made under the letter
of credit until reimbursed by the customer. This practice can put banks in a difficult position
because the bank should retain its detachment from the equities of the underlying transaction.
This detachment may be lost if the bank is not reimbursed by the customer and must instead
sell the cargo to receive payment. de May, supra note 26, at 202.
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a computer entry without necessitating changes in international rules,
the negotiable bill of lading has to remain a paper document throughout
the negotiation process, for the foreseeable future.4
IV.

ENTER THE COMPUTER

In 1983, the International Commerce Commission (ICC) made clear
that they had no objection to the electronic transmission of the bill of
lading. 45 This clarification has led to a rapid increase in the use of the
Electronic Data Interchange (EDI) for this purpose. 46 The EDI system
is a computer link for the transmission of trade information between
the parties involved in a transaction.
The EDI system gains much of its significance from its ability to
link the computer systems of trading and banking companies which
would otherwise be incompatible. 4 7 This incompatibility results not
only from differences in make, model, age and size of the various
systems, but also results from differences in the degree to which
trading and banking companies have taken measures to secure their
systems from unauthorized access and tampering.
The EDI system also provides a method for indirect links between
companies. A company may act as a depository of messages for other
companies who do not use EDI. These are called "mail boxes" and
are analogous to a post office with various post office boxes for customers.
Computer communications are an improvement over messages sent
by telephone or post. The EDI computer link is much quicker so that
negotiations between multiple parties can be promptly settled. Thus,
a business deal which might have taken days can be settled in minutes.
This expediency can save a company as much as $1,000,000 in four
days." Another advantage is that the message is clear, direct, and

44. See supra note 42. Computers can transmit, receive and produce bills of lading. The
negotiable bill of lading can be initially transmitted and produced by the exporter or their agent
before it reaches the first issuing or negotiating bank in the negotiation process. After that
point, the negotiable bill of lading should remain a paper document during the negotiation
process. A non-negotiable bill of lading sent in-house or between two parties may be perfectly
suited as a product of a computer link since the parties do not need to maintain the symbolic
nature of the bill of lading.
45. Freeman, Electronic Interchange Aids Carriers, J. COMM. & COMM. I(A)-2(A) (Nov.
15, 1983).
46. As of 1985 the EDI market was $5 million and estimates for increase lead up to $2 billion
in 1990. Stix, Ending the SupplierPaperChase, in COMPUTER DECISIONS 68 (July 30, 1985).
47. Because of the age and/or design of each system. Id.
48. The EDI electronic link is through telephone wires. Id.
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evidenced by words or symbols on the receiving computer's terminal.
The necessary data commonly required on documents such as the
invoice, insurance forms, and the bill of lading can be transmitted in
a matter of seconds.
The Transport Data Coordinating Committee (TDCC), the company
which developed the EDI system, determines the standards for the
format of the data transmitted in the EDI system. These standards
for the format 49 of, inter alia, invoices and purchase orders reflect
the common elements of format and style on which most companies
can agree.
A.

Standard Form Documents

Standard form documents are commonly used in the letter of credit
method of financing. A standard form invoice is recognizably different
from a standard form insurance document. These, and other documents
required by a letter of credit, may contain much the same information,
thus duplicating not only necessary information but also the amount
of paperwork. The standard form is easily accessible and is an easy
source of fraud. Modern traders are now using the EDI computer
communications as a means of avoiding wasted time, effort, expense
and risk.
Bankers also use a standard form to open letters of credit. The
customer answers a set number of questions in a limited space. Bankers limit their liability if they do not inquire into the equities of the
underlying transaction by limiting the information they receive from
the customer.
B.

Computer Formats

Computer formats are replacing documentary forms. A master application form setting forth the terms and conditions for each of a
series of credits is filled out by a bank's international trading customer. ° The customer then uses the format by deleting or inserting
language which meets the need of each letter of credit. The customer
transmits the text from his terminal to the issuing bank's terminal.
The transmission is accompanied by a code which identifies the customer and authenticates the transmission to the issuing bank. The

49. Id. at 69. The Transport Data Coordinating Committee (TDCC), the company which
developed the EDI standard, determines the standards for the format of the data transmitted
in the EDI system. Format concerns the entering of invoices and purchase orders which are
sent electronically to the receiving terminal.
50. See Kozolchyk, supra note 7, at 288-89.
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format tells the customer what terms and what data are necessary to
accomplish the transaction. Computer formats take less time and are
more accurate than using the standard form.
This new method for opening letters of credit carries some risk
for bankers. An ill-advised, but accepted, computer format may involve
a bank in an underlying transaction by going beyond the developed
of
questions or answers on the standard form. Bankers are aware
51
these risks and are accordingly conservative in their practices.
V.

THE SEADOCS REGISTRY LIMITED

Special problems in the oil trade have defeated an experimental
program by Chase Manhattan Bank. The SeaDocs Registry Limited,
a Delaware corporation located in London, began operations in the
summer of 1986 and lost funding on December 31, 1986. The problems
SeaDocs Registry encountered resulted from important developments
in an evolving world trade.
SeaDocs Registry Limited (Registry) was formed by Chase Manhattan Corporation and the INTERTANKO, s2 with the objective of
acting as a depository for ocean bills of lading.- The Registry acted
as agent for the parties in endorsement, delivery, and receipt of the
documents. Thus the physical movement of the documents could be
avoided. The Registry expected to charge a flat fee of $300 to $500
per transaction.M
The members (Participants) of the Registry agreed to a contractual
relationship between themselves and other Participants and between
themselves and the Registry. This contractual relationship defined
each party's rights and obligations and empowered the Registry to
act as agent for each Participant.
The bill of lading was to be produced in the traditional way but
would be taken out of circulation immediately after being used at the
loading port. It was to then be delivered into the Registry's vault.
Any changes in ownership would be arranged by the Registry for the
seller and the buyer. - When the vessel arrived at the port of discharge,

51. Conversation with Boris Kozolchyk, Nov., 1986.
52. See Porter, supra note 25, at 1. An international organization of independent owners of
petroleum tankers which represents about 70% of the world's independent tanker fleet.
53. U.N. Doc. TD/B/C.4/AC.4/2 at 24 (1985).
54. See Porter, supra note 25, at 1.
55. At the time of the sale, the seller (owner of record) notifies the Registry by computer
of the buyer's name. The seller also gives the buyer a portion of his test key. The seller's
message is tested before the Registry will accept the communication from the named buyer.
The buyer's message is also tested and will pass if it contains a secret portion provided by the

Published by UF Law Scholarship Repository, 1988

15

INTERNATIONAL LAW JOURNAL
Florida JournalFLORIDA
of International
Law, Vol. 3, Iss. 2 [1988], Art. 5

[Vol. 3

the Registry was to transmit an identifying code number to the ship's
master (by way of the shipowner or the charter agent). A similar
message would be sent to the last owner of record so he could identify
himself to the master.The Registry specialized in the oil trade, but its objective was to
broaden its coverage. 57 The three functions which it performed were
to act as custody agent for the bills of lading submitted by the Participants, to offer a "totally" secure method of communication between the
various parties, 5- and to reduce the overall cost in monitoring and
controlling the document handling process. The Registry thus insured
that the correct negotiation procedures were followed, rather than
changing the manner in which documents should be negotiated and
presented to the bank. This would have reduced the need for the
letter of indemnity.
The Registry was to control all information about oil transactions
by releasing it in a particular form only to transaction Participants.
The Registry was to use the information as a check against external
statistics as a way of curbing maritime fraud, 59 and the Registry was
to notify the parties of any inconsistencies found. This internal
mechanism would have been of greater importance and made available
if the Registry had been expanded to include other bulk cargo where
such information is not of strategic importance to the parties in the
market. °

seller. If all is correct, the new owner of record will be noted. The Registry will act as agent
for the seller and will physically endorse the bill of lading which is kept in the vault. U.N. Doc.
TD/B/D.4AC.4/2 at 24 (1985). See also Processing Communications System, UNCTAD: BILL
OF LADING REGISTRY SYSTEM ISSUE PAPER No. 1 (submitted to the International Forum
on Seaborne Trade Documentation) (Apr. 11, 1983).
56. Id. When the ship travels near the port of discharge the shipowner will notify the
Registry and request the name of the owner(s) of record. The Registry then inquires of the
owner of record whether they want to take delivery. Assuming that there are no objections to
delivery, messages will be sent to the carrier and to the owner of record which include a test
number as validation between the two parties. After delivery, the Registry will sign the bill
of lading as being accomplished and dispose of it as directed by the carrier.
57. Brochure from SeaDocs Registry Limited (London, England).
58. The security system for SeaDocs Registry Limited was designed by the same people
who designed the security system for the Pentagon.
59. U.N. Doc. TD/B/C.4/AC.4/9 at 4 (1985).
60. Id. Information about purchases and sales of oil affect the spot and futures markets
because investors are influenced by pricing trends more so than by supply and demand. A
futures contract is an agreement to buy or sell a commodity (or financial instrument) at a fixed
price and take delivery on a specified future date. All terms of each contract, except the price,
are determined by the rules of commodity exchanges so that only the price is negotiated.
Hedgers and speculators often use the futures market. A hedger is a person who is interested in
the possession of the commodity but uses the futures market to minimize the risk of loss inherent
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The Registry's operational rules and procedures were adopted from
international conventions such as the Hague Rules61 and the UCP so
that there would be no need for change in the international maritime
and banking laws.
The Registry began operations in a market for Ekofisk crude oil,
where the typical transaction chain was only five to twenty traders.2
It was not involved in the London unregulated spot market trading
for Brent oil where the transaction chains in 1986 reached 120 parties
for a cargo of oil valued at $7,000,000. However, the ability to handle
this market may have been a goal for the Registry.-

in the ownership of the commodity (many oil companies find hedging a necessity). The speculator
is not interested in possession of the commodity but is motivated by profits from the rise and
fall of the market. The futures and spot market influence each other because global communications send price changes from one market to another around the world. These markets are
easily manipulated by large purchase orders. An investment in one may drive up the price in
both. "You lose $1 million in the futures market to make $4 million in the spot market," Richard
Perkins stated (head of Chevron's international oil trading operations in New York). Petzinger
& Sullivan, Pricing of Petroleum Shifts Into the Hands of Market Speculators, Wall St. J.,
July 1, 1986, at 1, col. 6 [hereinafter Pricing]. Oil sold on a futures market is called "electric
barrels." Oil sold on a spot market is called "paper barrels." Oil actually existing is called "wet
barrels." See also Chaikin & Moher, Commodity Futures Contracts and the Gaming Act, 1986
LLOYD'S MAR.

& COM. L.Q. 390-1

61. See Brochure, supra note 57.
62. Ekofisk oil is from the Ekofisk field in Teeside, northern England. Porter, supra note
25, at 11(A). It is fungible in quality but not as available in quantity as Brent Blend Crude Oil.
The insurance costs for SeaDocs Registry must have been a tremendous expense from the
beginning.
63. The British Petroleum Revenue Tax (PRT) may have been one reason for these long
negotiation chains in the London unregulated spot market.
The basic rule in the existing PRT legislation is that where a company has sold
the oil it has produced at arm's length, the price achieved in that sale is automatically accepted as the amount on which the company's PRT liability in respect of
the oil should be based . . . but the link between the oil produced, the contract
of sale and eventual delivery is less clear-cut in the sort of forward market which
has developed recently in the Brent Blend crude oil. A company producing such
oil and selling both the oil it has produced and similar oil it has contracted to
purchase is able to enter into a multiplicity of paper deals at a range of prices for
cargoes for delivery in a particular month. Often only a portion of these will result
in actual deliveries of oil, and an even smaller portion in deliveries of oil produced
by the company selling. The way in which the Brent forward market operates thus
give Brent producers the opportunity to choose which contract - and thus which
price - to assign to those transactions which are liable to PRT (i.e. sales of their
own equity production), and which to assign to their trading transactions.
Current Tax Intelligence, 6 BRITISH TAX REV. 603 (1986). See also Putra, supra note 14.
The practice of putting cargo on the open market then buying and selling it rapidly between
certain parties in order to achieve tax or other benefits unrelated to ownership of the cargo is
called "spinning the bill of lading". In February and March of 1986 the London unregulated
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Observations on the Registry

The Registry was an inexpensive way of insuring that each trader
timely received the necessary documents for the bank's letter of credit
financing. Traders saved money because the Registry charged a rate
of $300 to $500 per transaction, where the alternative to using the

spot market experienced several large price fluctuations. The worst reported disaster occurred
in February 1986. Gatoil, a closely held Swiss company owned by a Lebanese national, was in
a transaction chain of 120 traders.-Gatoil was at risk in losing several million dollars if it took
delivery at the agreed terms. Gatoil claimed that there were not enough "wet barrels" to back the
"paper barrels" it had bought. Confidence, essential in any unregulated trading situation, in the
spot market was shaken and the London spot market went from $500 million a day trade to
$10 million. World oil prices went into a slide. Gatoil was at risk for $40 million. In November
of 1986 the British Financial Secretary announced changes in the PRT legislation which were
to take effect January 1, 1987. "The changes . . . are intended to protect PRT revenue ....
The changes will apply to specified kinds of oil (only Brent Blend crude oil will be specified in
the first instance). In the case of such oil, each month the weighted average of the prices the
producer returns for PRT purposes for his arm's length sales will be compared with the "market
value" for that month, determined in accordance with the amended valuation rule* . . . . In
any month where the average of the producer's own returned prices is less than market value
for this month, his PRT liability will - unless he has made an election for the alternative basis
described in paragraph 7 below - be based, not on the prices which are turned but on market
value.
7. But a producing company in such circumstances who is able to demonstrate
for the chargeable period in question that
(a) none of its associated companies also sold Brent oil; and
(b) the total quantity of Brent Blend contracted to be sold during that period
amounted to no more than twice the quantity of that part of its own equity production sold at arm's length may elect for an alternative basis to apply for that
chargeable period.
For any month within the chargeable period in which the average of the company's own prices is below market value for that month, PRT will then be based
- not on market value - but on the average of the company's own prices in all
its sales (both equity and trading) for the month.
*"Market value" is determined each month as the price the oil would
have fetched if it had been sold at arm's length under certain specified
conditions (governing matters as place of delivery, credit terms, etc.). "Market value" will be calculated by reference to an evidential base consisting
primarily of prices obtained in arm's length sales of oil of the same kind by
participators and their associates. If there are insufficient sales of a particular
crude, account will be taken of prices in sales of other oil, adjusted as
appropriate."
Id. See also Current Tax Intelligence, 7 BRITISH TAx REV. 835-6 (1987). "[This change] will
retain the principle that arm's length sales are subject to PRT on the actual price received, but
first the taxpayer company must fulfill certain conditions. These are designed to remove the
scope for it to choose a particular contract/price with the benefit of hindsight. A producing
company will need to nominate, within specified time limits before actual delivery takes place,
if it intends to meet a particular transaction with crude it has produced itself ('equity crude')."
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Registry was not having the bill of lading guarantee (to some extent 6' )
that the seller could rightfully pass ownership to the next trader and
having to spend hundreds of thousands of dollars for a letter of indemnity. The Registry was to also insure that traders did not jump places
in the negotiation chain.
Despite the Registry's benefits, traders did not become Participants and failed to provide alternate funding to keep the project alive.
The following are some observations supplied by people in the trade
as possible reasons why traders did not get involved in the Registry.5
Many people involved in the trade of petroleum do not like the
concept of oil as a basic commodity, to be bought and sold on a spot
or futures market. They prefer past practices, whereby oil was sold
between producer and refiner. , They felt the development of a central
clearinghouse would enhance the basic commodity approach to the sale
of oil. The Registry would have reduced trade practices to basic characteristics, encouraging more brokers and traders to get into the market.
Most of these traders would not have been concerned with the refinement of oil. Their interest would have been to make money with the
rise and fall of the market, the activity which would have been enhanced by their participation. 67 Conversely, if oil were sold only by a
producer to a refiner, the price would remain more stable.64. There was a danger that a bill of lading could be negotiated outside the Registry's
system, using the Registry as a wall between the daisy chain inside the Registry and the daisy
chain outside the Registry. However, the carrier who worked with the Registry from the port
of departure would know that only the person who presented the test code number, rather than
a bill of lading, was the record owner. Under existing law the carrier could deliver to the holder of
an original bill of lading and have a good defense to a suit in conversion brought by a member
of the Registry. Instead of being liable in conversion, the carrier could be liable for breach of
contract with the Registry.
65. These observations are those of Mr. James T. Skelly, an attorney in Louisiana recently
retired as Regional General Counsel for Koch Industries, and a co-owner of a shipping company
whose office is in London. They discussed this project with others involved in the tanker trade,
whose names shall remain anonymous. (These opinions are based upon "A Change In Tradition"
by this writer.)
66. See Pricing, supra note 60, at 10, col. 1. For many decades [oil] was sold on handshakes
between producers and users. But in recent years, as conservation cut demand,
unprecedented 'spot' sales of excess oil cropped up outside traditional long-term
arrangements. Because each 'spot' cargo carried its own price, the oil-pricing system
became more volatile. . . . Wherever prices are volatile . . . future speculators
tend to rush in ....
[A]fter the Iran-Iraq war erupted the resulting price volatility
begat speculation, which begat more volatility.
Id.
67. It is hard to make an investment in a commodity which is subject to great price fluctuations.
68. These traders may be blaming technological developments for changes which are instead
created by the market. A central Registry would probably have been a stabilizing effect on the
market rather than an enhancement of the market flux. There seems to be a basic resentment
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Oil is unlike most other commodities sold on the futures market.
A single cargo of oil can change in both quality and quantity in a short
period of time. This aspect makes it unsuited for the futures market,
where buyers bid for a certain given quality and quantity of a commodity.9 Traders feared that a clearinghouse would only encourage this
70
kind of market for which oil is unsuited.
The present paper system is dependant upon a knowledge of the
customer's creditworthiness. This knowledge is obtained in many
ways, such as through prior dealings between the parties or by looking
through international credit standing registers. The Registry would
have changed the focus from relying upon the creditworthiness of a
party who cannot supply title to securing the purchase with only title.
The Registry would have changed trading arrangements from small
pools of people who knew or could find out about each other to a
situation of strangers dealing with each other without the time to
71
check on creditworthiness.
The Registry would have accommodated various sorts of Participants with varied interests. Buyers, sellers, charterers, shippers, developing nations and others could have been members in direct contractual relationships with each other.-2 Such contracts would define rights
and responsibilities of Participants as related to each other and as the
Participants related to the Registry. Their varied interests would have

by traders who are concerned with the refinement and production of oil against those modern
traders who wish to profit from the market.
69. In over 95% of futures transactions, traders do not handle "wet barrels". Instead they
trade "electric barrel" contracts obligating them to buy or sell at some future date and avoid
performing these contracts by entering into offsetting transactions. For example, a producer
can sell his oil on the market then buy it back, netting a profit without delivery of the oil. Less
than 2% of oil traded on the New York Mercantile Exchange is ever delivered. Pricing,supra
note 59, at 1. See also Kleinfield, Oil Pits Move to Center State, N.Y. Times, Jan. 10, 1985, at
D1, col. 5.
70. The modern trade practices have contorted petroleum into a commodity which is inherently
unsuited for this sort of market. The traditional petroleum traders resent this, also.
71. This has already occurred in the London unregulated spot market.
72. These types of traders involved in the trade of bulk cargo, may also be involved in the
CTE program offered by Chase Trade, Inc. The important difference between the proposed
SeaDocs Registry Limited and Chase Trade Inc. is that Chase Trade is involved with the flow
of the documentation and the correction of errors while SeaDocs Registry involved in what
would have been the negotiation process where it holds and signs the documents for the parties,
thus avoiding the physical movement of the documents. Chase Trade facilitates the flow as a
step in the negotiation process while the Registry would have handled the entire negotiation
process. The compromise of interest between the various traders is far more dramatic with a
clearinghouse system, such as the SeaDoc Registry Limited, than with a system such as the
one offered by Chase Trade, Inc.
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been compromised in order to have an efficient operation. This inherent
tension would have made it difficult to attract traders and keep them
members.
Oil companies do not compete only with each other; domestic divisions will also compete with foreign divisions of the same company.7
Companies maintain a competitive position by developing their own
trading structure and are often involved in investments which they
do not want to disclose to third parties, regardless of the third party's
neutrality or security system.
The function and methods of negotiation of documents required by
the letter of credit have been changed by the age of the computer.
Rights of third parties may be affected by computerization of the
financing and transfer of cargo. Since computers are directly connected, the parties deal in a closed system which may exclude third
persons. The structure of the Registry included the authority to determine the parties to a transaction, their contractual powers with the
Registry and with each other, and to control information by releasing
it in a particular form to certain people. This control made the Registry
a real party to transactions.
There is a concept of finality for traders when information is entered into a computer. Parties deal in information and not in forms,
so that fraudulent information can greatly affect the transaction process. The computer's speed is an attractive difference with respect to
the present paper-based system, but the process requires accurate
information- 4 in order to function successfully. Call-back procedures
to confirm information may facilitate fraud by asking confirmation
from those who gave the fraudulent information. Oil traders fear that
though a documentary fraud would be bad, "a computer fraud would
be a catastrophe."' 75
Finally, the Registry was an innovation which was attractive in
theory, but anyone who joined would have borne the risk of "uncharted
waters," where the cargo value runs in the hundreds of millions of
dollars. This risk may have been the biggest deterrent to a successful
venture.

73. Comment by this author.
74. Many traders see entry of information into a computer during the negotiaton process in
the following manner: information must be repeated many times over when dealing with paper
standard form documents so fraud as to one piece of information is not so bad when correct
information may be found in other documents while with a computer information is entered only
once so fraudulent information would more greatly affect the entire negotiation process.
75. Mr. James T. Skelly, supra note 65.
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CHASE TRADE EXCHANGE

Despite the failure of the Registry Limited, computers are being
utilized to improve the flow of trade documents. Chase Trade Inc.,
an export company wholly owned by Chase Manhattan Corporation,
has established the Chase Trade Exchange (CTE) program in New
York City. This pilot program utilizes the EDI standards to enable
customers to create and transmit electronic trade documents76
The problems associated with the handling and processing of bills
of lading were cited by Chase Manhattan Bank to be the major cause
of delay in processing the flow of documents covering the movement
of the cargo.- Most of the discrepancies in the documents presented
for letters of credit relate directly to problems with the bill of lading.
A.

The CTE Program

CTE is a data entry and electronic transmission system for export
trade documentation.7 8 The seller/exporter joins the freight forwarder
in creating the necessary documents to satisfy the terms of the letter
of credit. The freight forwarder then electronically sends the bill of
lading data to the carrier who then transmits it to Chase Trade Inc.
The other documents are transmitted directly from the freight forwarder to Chase Trade (carrier is not involved in this communication).
The carrier transmits the bill of lading separately as a means of certifying that the goods are on board the ship and to verify correctness
of the Chase Trade-issued bill of lading.
The ocean carrier uses the CTE system to intercept, print and
sign the original bill of lading. Chase Trade, as agent for the carrier,
can also intercept, print and sign an original bill of lading. CTE is

76. Letter from Linda McLaughlin, Vice President Chase Trade, Inc. "EDI is a transmission
file layout which needs to be incorporated into an application program in order to allow user
interface. Chase Trade has done this in its Chase Trade Exchange product (CTE being the first
module). In and of itself EDI is a major breakthrough for the trade and transportation industry.
It does require, however, user interface in order to bring this communication format (common
language) into the real world."
77. The problems associated with the handling and processing of the bill of lading were
singled out by Chase Manhattan Corporation as the major cause for delay in the processsing
flow of documents covering the movement of the cargo. Most of the discrepancies in the documents presented for the letter of credit relates directly to the problems with the bill of lading.
Brochure from Chase Trade, Inc.
78. The Chase Trade product, CTE, has been expanded to include air waybills and other
trade documents. Now documents other than the bill of ladings can be sent by computer between,
for example, the freight exporter and Chase Trade Exchange. Letter from Linda McLaughlin,
Vice President Chase Trade, Inc. and Chase Trade, Inc. brochure.
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the electronic link, utilizing the EDI system, for preparing and creating the original negotiable or non-negotiable bill of lading (Chase Trade
being an elected agent). The issuance of the bill of lading as a paper
document is completed by the carrier or authorized agent. The negotiable bill of lading remains a paper document throughout the negotiation process, but the paper document is a result of the electronic link
(CTE) between Chase Trade and the ocean carrier.
Chase Trade then acts as the exporter's and carrier's agent by
receiving and signing the produced export documents (invoice, packing
list, various certificates and bill of lading). Chase Trade reviews all
of the documents to make certain that they conform to the letter of
credit. If necessary, a re-transmission of the corrected data will be
requested if discrepancies are discovered. The completed documents
are put together and routed according to the customer's specifications.
The customer may want the documents sent to the freight forwarder,
the negotiating bank, or directly to the importer. These parties will
possess the original documentation, including the bill of lading (as
produced by the carrier's agent) and thus do not lose the traditional
means of securing the transaction.
The standards for the format of the data transmission were supplied
by the TDCC. The standards for the printed documentary form (print)
were supplied by the National Council of International Trade
Documentation (NCITD).
The EDI system means that trade managers can initiate, amend
and track trade transactions from their own computers. A letter of
credit can be initiated and amended at the customer's computer and
electronically transmitted into the trade processing system of Chase
Manhattan Bank, where it will be handled electronically, including
transmission to the advising bank overseas.7 9 These improvements to
the paper-based system, within the framework of existing law, are
steps towards an elimination of paper documents and are a movement
toward total electronic trade data interchange.
VII.

CONCLUSION

The document of title carries with it many problems for the tanker
trade because transportation and communication have developed while
the bill of lading and the negotiation process have not. The negotiable
bill of lading has to remain a paper document for the foreseeable
future because it symbolizes both possession of and title to the cargo.

79. Blank, Modernizing InternationalTrade With Micros, MICRO MANAGER INFORMATION
SYSTEMS

(Nov. 13, 1985).
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The use of the computer and clearinghouse, if accepted, could help
traders in a negotiation chain to receive and pass along the bill of
lading in an orderly fashion, according to the course of the transactions.
Solutions must be developed or incidences of fraud in international
trade will increase. The computer can make the negotiation process
significantly more orderly and efficient by assuring the timely delivery
of corrected documents, including the bill of lading, to the issuing or
negotiating bank. The computer can also assist parties in the negotiation process. These changes in trade procedures may lead to wire
transfers taking the place of traditional documents. For this to occur,
laws have to be modified, and private companies and state agencies
have to be equipped with computers, so that they will have the means
to quickly transmit and receive information. The international bulk
cargo trade may well lead the way to a paperless negotiation process
in the general world of cargo. As stated by Sam Sugarman, Senior
Vice-President of Gotco's Houston office. "No traditional basis for
transaction could ever survive the onslaught of this information revolution. "

80. Pricing, supra note 60, at 10, col. 1.

https://scholarship.law.ufl.edu/fjil/vol3/iss2/5

24

